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NOTES AND MEMORANDA. 



DISTRIBUTION OF SMALL BANKS IN THE WEST. 

The tables in the Appendix, compiled from official returns, 
show the distribution of small banks, private, State, and na- 
tional, in several of the Western States where there is a re- 
markable development of banking under State laws. Banks 
are classified according to the amounts of their capitals, and 
towns according to the numbers of their inhabitants. The 
number of banks of each class in towns of each class is shown, 
and vice versa the number of towns of each class having banks 
of a given size. 

The tables show a large number of small State and private 
banks in small towns. In each table of private banks, except 
for Nebraska, the largest number is in the upper left-hand 
corner, showing how many banks having not more than $5,000 
capital are in towns whose population does not exceed five 
hundred. In the table of South Dakota State banks, also, 
the largest number is found in the corresponding space. The 
largest numbers in the other State bank tables, and in the 
table of private banks for Nebraska, are in the spaces for 
banks whose capital is not more than $10,000 each in towns of 
five hundred inhabitants or less. $10,000 is the commonest 
figure of State bank capital. It should be noted that the 
minimum capital allowed by law to State banks is $10,000 in 
Missouri and $5,000 in Kansas, Nebraska, and the Dakotas. 

It will be seen from the horizontal lines of totals that in 
Missouri somewhat more than one-half of the State banks are 
in towns the population of which does not exceed one thou- 
sand. In Kansas and Nebraska two-thirds of the State banks 
are in such towns, and in the Dakotas nearly all of them. 
Most of the private banks, too, are found in small towns. 

The fact that in the region under consideration the State 
and private banks are small and are in little villages will be 
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seen clearly if on each of the tables of such banks a line is 
drawn from the lower left-hand corner to the upper right- 
hand corner. The figures that fall below the lines are few 
or small, — somewhat fewer and smaller, of course, in the 
tables of private banks than in those of State banks. The 
figures in the State bank tables above the lines drawn as 
suggested are large. There is, it seems, no great obstacle to 
the organization in little towns of little State banks. 

It is a natural question, then, Why are there any private 
banks at all? It is true, they have more freedom in their 
operations; but this reason does not often determine the 
establishment of banks without charters, for the laws of all 
these States except South Dakota impose some restrictions 
on private banks, and even South Dakota exercises super- 
vision of them. 

In most States the controlling reason, probably, is that the 
small capital needed for a bank in a little town is often 
supplied by one or two men, and that, if the bank is to be 
incorporated, these capitalists must set up several "straw 
men " to complete the number of " directors " prescribed for 
incorporated banks. 

In South Dakota, however, many private banks exist, 
because the law requires no minimum capital for them. Two 
private banks are returned as having no capital at all. Four 
have not more than $1,000 each, and ten others have each 
less than $5,000. 

No attempt is made in these tables to show in what very 
little hamlets State banks are found. Seven Missouri villages 
having no more than one hundred people have State banks, 
the average capital being about the legal minimum, $10,000. 
There are in Nebraska thirteen such towns with banks having 
an average capital of $8,000. Eight such villages in Kansas 
have banks with an average capital of more than $6,000. 
About the same average capital is found in seven Dakota 
banking towns of this size.* 

* Of course, such towns as these do not alone support banks. The villages 
are simply convenient trading.points for farmers. Besides the little bank there 
is in each a railroad station from which the farmers conveniently ship cattle 
and grain, when these are not bought up by the middleman the town is sure to 
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Examining the tables again, one sees that State and private 
banks have a monopoly in towns whose population is one 
thousand or less, except in North Dakota, where nearly one- 
half of the national banks are in such towns. There are 
national banks in some very small Kansas and Nebraska vil- 
lages, but they are few compared to the total for the State. 

Let the reader cover the upper portions of the tables, so 
that only the figures of banks with more than 140,000 capital 
are visible. Now, leaving Missouri out of account for the 
moment, practically every figure in each " national " table is 
greater than the figure in the corresponding spaces in the 
" private " and " State " tables. Except for the restriction on 
capital, the people prefer national banks ; and that is why 
there ar-e national banks in little North Dakota towns. 

In Missoui'i the State banking system is evidently much 
preferred. State banks were established all over Missouri 
while the total of national bank currency was limited by 
statute, and while it was, therefore, impossible to supply the 
growing need for increased facilities by organizing national 
banks. Except in Kansas City and St. Joseph, which grew 
rapidly in the eighties and became national banking towns, 
the State banking tradition has generally persisted. Missouri 
is, therefore, an exception to the preference for national 
banks discovered in the other States. 

It has been proposed, and the proposition has been sanc- 
tioned by the American Bankers' Association, to authorize 
the establishment of national banks with $25,000 capital. The 
measure would not answer the purpose for which it is in- 
tended, even if all State banks capitalized at $25,000 or 
more went into the national system. It will be seen that 
considerably more than one-half of the State banks in Kansas, 
Nebraska, and Missouri and more than three-fourths of those 
in Dakota have not more than $20,000 capital each. If it is 
desirable to establish a uniform banking system, another way 

must be found. 

Thornton Cooke. 

afford. There is a post-office in the " general store." Livery stable and black- 
smith shop are not far off. Coal and lumber are for sale somewhere, perhaps at 
the grain dealer's "office"; and there is sure to be a carpenter in the village. 
The writer knows of a village where the banker himself is the carpenter. 



